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DETAILED ACTION 

1 . This is the communication in response to the Remarks/Arguments filed on 
August 21 , 2008 for application, titled: "Flexible Catastrophe Bond". 

2. Claims 13 and 14 have been cancelled. Accordingly, claims 1-12 and 15-23 
remain pending in this application and have been examined. 

Priority 

3. This application claims the benefit of U.S. Provisional Patent Application No. 
60/457,423, filed on 03/24/2003. 

Claim Rejections - 35 USC § 101 

4. 35 U.S.C. 101 reads as follows: 

Whoever invents or discovers any new and useful process, machine, manufacture, or composition of 
matter, or any new and useful improvement thereof, may obtain a patent therefor, subject to the 
conditions and requirements of this title. 

5. Claims 1-12 are rejected under 35 U.S.C. 101 because the claimed invention is 
directed to non-statutory subject matter. 

6. Claims 1-12 recite method directed to purely mental steps. In order for a method 
to be considered a "process" under §101 , a claimed process must either: (1) be tied to 
another statutory class (such as a particular apparatus) or (2) transform underlying 
subject matter (such as an article or materials). Diamond v. Diehr, 450 U.S. 175, 184 
(1981); Parker v. Flook, 437 U.S. 584, 588 n.9 (1978); Gottschalk v. Benson, 409 U.S. 
63, 70 (1 972); Cochrane v. Deener, 94 U.S. 780, 787-788 (1 876). If neither of these 
requirements is met by the claim, the method is not a patent eligible process under 
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§101 and is non-statutory subject matter. Thus, to qualify as a statutory process, the 
claim should positively recite the other statutory class (the thing or product) to which it is 
tied, for example, by identifying the apparatus that accomplishes the method steps, or 
positively recite the subject matter that is being transformed, for example, by identifying 
the material that is being changed to a different state. 

7. Here, Applicant's method steps, fail the first prong of the new Federal Circuit 
decision since they are not tied to another statutory class and can be performed without 
the use of a particular apparatus. Further more, the method steps fail to transform the 
underlying subject matter to a different state or thing. The mere establishing and 
construction of non-functional descriptive material (i.e. a risk instrument) is not a 
transformation because a risk instrument is a contract and is not statutory subject 
matter. Thus, claims 1-12 are non-statutory since they are not tied to another statutory 
class and they do not transform underlying subject matter to a different state or thing. 

Response to Arguments 

8. Applicant's arguments with respect to claims 1-23 have been considered but are 
moot in view of the new ground(s) of rejection. 

Claim Rejections - 35 USC § 103 

9. The following is a quotation of 35 U.S.C. 1 03(a) which forms the basis for all 
obviousness rejections set forth in this Office action: 

(a) A patent may not be obtained though the invention is not identically disclosed or described as set 
forth in section 102 of this title, if the differences between the subject matter sought to be patented and 
the prior art are such that the subject matter as a whole would have been obvious at the time the 
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invention was made to a person having ordinary skill in the art to which said subject matter pertains. 
Patentability shall not be negatived by the manner in which the invention was made. 

1 0. Claims 1 -1 2 and 1 5-23 are rejected under 35 U.S.C. 1 03(a) as being 
unpatentable over Lange (U.S. Patent Applicant Publication No. 2002/0147670) 
("Lange") in view of General Accounting Office ("Catastrophe Insurance Risks, The Role 
of Risk-Linked Securities and Factors Affecting Their Use", dated September 2002) 
("GAO"). 

Examiner's Note: Examiner has cited particular columns and line numbers in the 
references as applied to the claims for the convenience of the applicant. 
Although the specified citations are representative of the teachings in the art and 
are applied to the specific limitations within the individual claim, other passages 
and figures may apply as well. It is respectfully requested from the applicant, in 
preparing the responses, to fully consider the references in entirety as potentially 
teaching all or part of the claimed invention, as well as the context of the passage 
as taught by the prior art or disclosed by the examiner. 

1 1 . With respect to Claim 1, Lange teaches a method of securitizing natural 
catastrophe risk, comprising: 

establishing one or more risk classes, each risk class representing one or more 
natural catastrophe risks (see GAO, pages 3-5 "natural disasters, such as hurricanes, 
earthquakes, and tornadoes"), each risk class being recurringly issuable as risk 
instruments providing a return on an investment (see GAO, Figure 4, page 14 "U.S. 
Reinsurance Prices"), the amount of the return for a risk instrument being contingent 
upon the occurrence of a realization event for the corresponding represented natural 
catastrophe risk (see GAO, pages 16-22 "earthquake reaching 7.2 in moment 
magnitude as reported by U.S. Geological Survey" in page 20; see Figure 1, page 10 
for Catastrophe Risks in the United States); and 
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issuing a first collection of risk instruments of a first risk class of the one or more 
risk classes (see paragraph 46, 222). 

Lange discloses an electronic options market place providing a demand-based 
adjustable return (DBAR) trading, but does not explicitly teaches catastrophe risk 
securitization. However, GAO teaches the catastrophe insurance risks and how to 
securitizing the catastrophe risks. It would have been obvious to one of ordinary skill in 
the art at the time of the invention to modify Lange's invention to include the feature of 
catastrophe risk securitization to offer an improved system and method to achieve 
different risk and return profiles to customers as described in Lange (see paragraph 
1448). 

12. With respect to Claim 2, Lange teaches that the method of claim 1 , wherein the 
one or more risk classes include a plurality of risk classes each representing an 
individual natural catastrophe risk, and one or more risk classes representing a 
combination of natural catastrophe risks represented by two or more of the plurality of 
risk classes (see paragraphs 526-530). 

1 3. With respect to Claim 3, Lange teaches that the method of claim 2, wherein the 
individual natural catastrophe risks are not correlated (see paragraph 698) 

14. With respect to Claim 4, Lange teaches that the method of claim 1 , wherein 
issuing the first collection of risk instruments includes issuing the first collection of risk 
instruments on a first issue date; the method further comprising: 
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issuing a second collection of risk instruments of the first risk class on a second 
issue date, the second issue date being after the first issue date (see paragraph 46, 
222). 

1 5. With respect to Claim 5, Lange teaches that the method of claim 4, wherein the 
risk instruments of the first risk class have an associated plurality of terms, the plurality 
of terms including class terms and series terms, the class terms being defined for all risk 
instruments of the first risk class during the establishing of the first risk class, the series 
terms being defined for risk instruments of a given collection of risk instruments of the 
first series at the time of issuance of the collection, the series terms including an interest 
spread defining an amount payable to an investor, and a maturity date defining a date 
on which a principal amount will be returned to the investor if no realization event has 
occurred (see paragraphs 220-227). 

16. With respect to Claim 6, Lange teaches that the method of claim 1 , wherein the 
risk classes represent natural catastrophe risks selected from the group consisting of 
hurricanes, windstorms, floods, and earthquakes (see paragraphs 222, 523, 527). 

1 7. With respect to Claim 7, Lange teaches that the method of claim 1 , wherein the 
risk classes categorize natural catastrophe risks by region or by time period (see 
paragraphs 267, 223, 535). 

18. With respect to Claim 8, Lange teaches that the method of claim 1 , wherein the 
realization event for a given risk class is defined as an occurrence of an event meeting 
a predetermined impact threshold (see paragraphs 53, 62). 
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1 9. With respect to Claim 9, Lange teaches that the method of claim 8, wherein the 
occurrence of an event meeting a predetermined impact threshold is determined 
according to an index of physical parameters (see paragraphs 221-222, 527). 

20. With respect to Claims 10-12, these claims correspond to claims 1-9 including 
receiving and distributing the financial instruments and have the same limitations as in 
claims 1-9. Hence, they are rejected under the same rationale provided in claims 1-9. 

21 . With respect to Claims 15-23, these claims include the computer-executable 
programs for implementing the method claims 1-12 and have the same limitations as in 
claims 1-12. Hence, they are rejected under the rationale provided in claims 1-12. 



Conclusion 

22. Claims 1-12 and 15-23 are rejected. 

23. Any inquiry concerning this communication or earlier communications from the 
examiner should be directed to HAI TRAN whose telephone number is (571)272-7364. 
The examiner can normally be reached on M-F, 9-4 PM. 

24. If attempts to reach the examiner by telephone are unsuccessful, the examiner's 
supervisor, James P. Trammell can be reached on (571) 272-6712. The fax phone 
number for the organization where this application or proceeding is assigned is 571- 
273-8300. 

25. Information regarding the status of an application may be obtained from the 
Patent Application Information Retrieval (PAIR) system. Status information for 
published applications may be obtained from either Private PAIR or Public PAIR. 
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Status information for unpublished applications is available through Private PAIR only. 
For more information about the PAIR system, see http://pair-direct.uspto.gov. Should 
you have questions on access to the Private PAIR system, contact the Electronic 
Business Center (EBC) at 866-217-9197 (toll-free). If you would like assistance from a 
USPTO Customer Service Representative or access to the automated information 
system, call 800-786-9199 (IN USA OR CANADA) or 571-272-1000. 
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Examiner, Art Unit 3694 
/James P Trammell/ 

Supervisory Patent Examiner, Art Unit 3694 



